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RECENT TAX REFORMS ABROAD 

NOTHING, perhaps, in the history of taxation is more 
striking than the appearance of successive waves of 
reform. Between 1893 and 1895 there occurred 
movements of this character, which culminated at almost the 
same time in various countries, some of them widely separated 
from each other. A decade and a half later came another 
reform movement, which affected some of the same countries 
and which, although in some respects proceeding still further 
on the old lines, yet in other ways struck out in a new direction. 
The years 1909 and 19 10 are marked by significant changes in 
the fiscal systems of Great Britain, Germany and Australia. It 
is the purpose of this series of articles to consider the real sig- 
nificance of these reforms, and to ascertain what lessons can be 
derived from them for the United States. 

I. Great Britain 

The first place in the history of the reform movement is oc- 
cupied by Great Britain in the famous Lloyd George budget. 
This, while making in some respects a new departure in fiscal 
policy, is nevertheless to be considered in the main as a logical 
development of a movement initiated some time ago. 

The agitation for augmented revenues in Great Britain has 
been precipitated, as is well known, by the great increase in 
expenditures, due partly to the prodigious addition to the naval 
estimates and partly to the new social legislation on old-age 
pensions and national insurance. Moreover, it is everywhere 
conceded that England is on the brink of still greater expendi- 
tures. For while it may indeed be expected that the mad race 
for increased naval armaments will before long reach its term, 
it is not unlikely that the insurance schemes constitute only the 
first of a series that will call for increasingly vast outlays. Even 
if England should adopt the policy of so-called tariff reform, 
it is improbable that the whole or even the greater part of its 
increased expenditure will be met by import duties. 
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Until the repeal of the corn laws, the national revenues of 
England, like those of almost all other great nations, were 
derived almost exclusively from indirect taxes. Beginning 
shortly before the middle of the century, the tendency in 
England, as elsewhere, has been toward reliance, in an ever 
greater degree, upon direct taxes. First the income tax was 
introduced, although timidly and only as a temporary measure. 
Gradually its administration was improved and its yield in- 
creased, until by the end of the seventies it was recognized as 
a permanent part of the tax system. In the nineties the death 
duties or inheritance taxes were remodeled, and have since 
been playing an increasingly important rdle in the budget. 
And now, finally, the various forms of land revenue were to be 
added to the list of direct taxes. 

It would be a mistake, however, to assume that an over- 
emphasis was put upon direct taxes. On the contrary, a con- 
siderable part of the additional revenue in the new budget was 
to come from indirect taxes. In fact, so far as its fiscal policy 
is concerned, the Liberal party cannot be said to be opposed 
to the use of indirect taxes ; it is committed rather to the prin- 
ciple that, in order to meet the growing needs of government, 
recourse must be had to direct as well as to indirect taxes. 
The English policy is to hold the balance even, not, as is 
often hastily assumed, to dispense with indirect taxes. Thus, 
if we take the period from 1895 to 1908 — that is, from Har- 
court's budget reform up to the year preceding the Lloyd 
George budget — we find that of the increase in revenues of 44 
million pounds 20 million pounds came from indirect taxes 
and 24 million pounds from direct (see table on following page). 
Moreover, when attention is directed to the reduction of indirect 
taxes in the budgets of 1906 and 1908, it is sometimes for- 
gotten that equal reductions were made in the direct taxes. 1 

1 In an article by J. Watson Grice in the American Economic Review, vol i ( 191 1 ), 
pp. 490 et seq„ an incorrect impression is left on the reader's mind as to this point. 
All the remissions of indirect taxes mentioned by Mr. Grice, like those on coal, sugar 
and tea, were simply remissions of new or additional taxes, imposed during the war 
period, and were more than counterbalanced by the reduction of the rate of the 
income tax. 
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From 1903, which was the high-water mark of the new budgets, 
to 1908, the remissions of taxation were nearly the same in each 
of the two classes. 

It was quite natural, therefore, that when, in 1909, Lloyd 
George found a little over 14 millions needed to carry out his 
program, he decided that somewhat more than one-half of the 
deficit should be raised from indirect taxes : from increased 
customs duties and excises on liquors and tobacco, together 
with additional stamp duties, especially on securities, a gradu- 
ated tax on motor cars and a new tax on petrol. To be precise, 
the additional indirect taxes were to yield £7,3 50,000 as against 
£6,850,000 from additional direct taxes. 1 



1 The items are as follows : 

Liquor licenses ^2,600,000 

Tobacco 1,900,000 

Spirits 1,600,000 

Stamps 650,000 

Petrol 340,000 
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Incidentally it may be remarked that the law of 1909 re- 
pealed the old prohibition against cultivating tobacco in Great 
Britain (the repeal had already been applied in Ireland in 
1908), which had been introduced over two and one-half 
centuries ago in order to foster the growth of tobacco in the 
American colonies and to secure the tobacco revenue entirely 
from customs. Henceforth the tobacco revenue in Great 
Britain is to come not only from customs duties but also from 
an internal license of five shillings and the excise. 

Bearing in mind, then, the important part which the increase 
of indirect taxes plays in the new scheme, it remains none the 
less true that the chief interest of the budget lies in the direct 
taxes, that is, the income tax, the inheritance tax and the new 
land taxes. 

First, as to the income tax. There are, as is well known, 
two different kinds of income taxation. The one is the Prussian 
system of the so-called " lump-sum " income tax, where a 
man is compelled to make a return of his entire income. 
The other is the stoppage-at-source system, where the income 
is classified into a number of categories, and an attempt is 
made to have the tax paid, not by the person who receives 
the income, but by the person who pays or advances the in- 
come to the recipient. This is the system which the English 

Tobacco : new duty, 3s. 6</. per lb. up to 4s. 8a'. 

Motorcars: new graduated duly, £ 2- 2s. for 6% h. p. " " £42 

for over 60 h. p. 
Petrol: new duty, 30". per gal. 

Liquor licenses : 

Wholesale dealers in spirits; ^io-ioj. increased to ,£15-15.5. 

Wholesale dealers in beer: £ 3- 6s. " " £io-ios. 

Retail dealers : duties increased according to a percentage of the annual value of the 

licensed premises. 

Stomp duties : 

The duties on conveyances and sales, on leases (except the penny duty) and on 

marketable securities were doubled. On contracts the old rates of id. and is. were 

increased to 6d., rising to £1 on contracts of over ,£20,000. 

1 The best account of the new excises, stamps and liquor licenses will be found in 
J. Wylie, Liquor License Duties, Death Duties, Income Duties, Stamps, Customs and 
Excises, under Parts II to VIII of the Finance (1909-10) Act, with explanatory Notes 
and References, Rules and Regulations etc. (London, 1910). 
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have adopted, and which they consider far superior to the Prus- 
sian. Under it the total amount of a man's income is not 
divulged, except in the case of incomes under £700, where 
certain abatements are permitted. But the English system, 
largely because of these arrangements, has always involved, at 
least on all incomes over the normal amount of ^700, a simple 
proportional tax and, until 1907, an undifferentiated tax as well. 

The interesting feature of the new provisions is that England 
is henceforth to enforce both the differentiation and the gradua- 
tion of the income tax. In other words, not only is a distinc- 
tion made whereby unearned incomes are taxed at a higher rate 
than earned incomes, 1 but the beginnings of a real progressive 
taxation are introduced by the adoption of the so-called super- 
tax. That is to say, whenever the total income exceeds ^5000, 
an additional duty of 6d. in the pound (over and above the 
normal rate of is. 2d.) is charged for every pound of the 
amount by which the total income exceeds ^3000. Moreover, 
on the smaller incomes, in addition to the abatements that were 
already in force, it is provided that in the case of all incomes 
under £500 a reduction of £10 in the tax shall be made for 
each child. Thus at both ends of the scale modifications of 
the income tax are provided which look to a greater approxi- 
mation to the principle of ability to pay. 

The importance of the change lies chiefly in the application 
of the doctrine of progression. In order, however, to make 
this possible, it has become necessary to abandon, so far as the 
larger incomes are concerned, the old principle of the stop- 
page-at-source and to replace it by that of the lump-sum tax. 
That is to say, the proportional part of the income tax will still 
be levied as formerly, according to the stoppage-at-source 
scheme, but the super-tax will have to be assessed according to 
the lump-sum principle. Although some doubts were ex- 
pressed as to the administrative practicability of the new plan, 

•In 1907, when the general rate of the income tax was is., earned incomes up to 
^2000 were charged only ga. The Finance Act of 1909-10, which fixed the normal 
rate at is. 2d., left unearned incomes up to ^2000 at gd. and assessed unearned in- 
comes between £2000 and £3000 at is. For full details of what is meant by earned 
income under these laws, see Seligman, The Income Tax (l9to), pp. 202-205. 
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it has thus far worked without much friction. The number of 
super-tax payers during the first full year of the operation of 
the law was between ten and eleven thousand, with an aggre- 
gate income of almost 130 million pounds upon which the 
super-tax was about two and one-half millions. 1 It is worthy 
of note that the income-tax project adopted by the lower house 
in France pursues the same double plan. 

While the progressive feature was only hesitatingly intro- 
duced into the income tax, it has been applied to the inher- 
itance tax since 1894. An interesting feature of the new 
budget is the great expansion in the scale of graduation. A 
decided step in this direction had already been taken in 1907, 
when the rates of the duty on estates over £150,000 were in- 
creased, so that estates of a million pounds paid ten instead of 
seven and one-half per cent, and the maximum rate, on estates 
over three million pounds, was raised from eight to fifteen per 
cent. 2 According to the new scheme the estate duty, which 
begins at the rate of one per cent on estates from £100 to 
£500, now runs up, in a steep graduation, until it reaches ten 
per cent on estates between £150,000 to £200,000 and fifteen 
per cent on estates over £1,000,000.3 In considering these 

•Owing to the contest over the budget the returns for the year 1909-10 did not 
come in until the following year. For details see the Fifty-fourth Report of the Com- 
missioners of Inland Revenue (191 1), pp. 99, 100. 

* For the exact figures of the law of 1907 see Seligman, Progressive Taxation (2d 
ed., 1908), p. 45. 

3 The exact scale is as follows : 



On estates from 


^100 


to 


£soo 


the rate 


is 


1 


per cent 


(< 


tt 


500 


to 


1,000 


1 1 


tt 


2 


t( 


a 


" 


1,000 


to 


5,000 


tt 


tt 


3 


a 


tt 


( ' 


5,000 


to 


10,000 


t i 


tt 


4 


" 


tt 




10,000 
20,000 
40,000 


to 
to 
to 


20,000 

40,000 
70,000 


tt 
tt 




5 
6 

7 


(( 

(( 


(( 


< < 


70,000 


to 


100,000 


it 


(< 


8 


(( 


(< 


tt 


100,000 


to 


150,000 


<( 


tt 


9 


( ( 


tt 


tt 


1 50,000 


to 


200,000 


(< 


tt 


10 


f < 


(i 


it 


200,000 


to 


400,000 


<( 


it 


11 


It 


tt 


a 


400,000 


to 


600,000 


< c 


it 


12 


" 


a 


a 


600,000 


to 


800,000 


<( 


1 1 


13 


( i 


(< 


it 


800,000 


to 


1,000,000 


< t 


" 


14 


tt 


a 


over 


1,000,000 






tt 


(< 


IS 


ft 



460 POLITICAL SCIENCE QUARTERLY [Vol. XXVII 

figures it must be remembered that in addition to the estate 
duty, which applies to the whole of the estate, there are also 
the legacy and succession duties, which apply to separate shares 
of the estate, and which correspond to what are called in 
America collateral-inheritance taxes. These, which are grad- 
uated according to relationship, run up to ten per cent. The 
result is that the English inheritance tax under its present form 
is graduated up to the point of twenty-five per cent — figures 
which are as high as those found in any other part of the world 
and which, so far as the direct inheritance tax is concerned, 
exceed anything that is to be found in the United States. 

Important as were these changes in the income tax and the 
death duties, the most significant feature of the budget — and the 
true cause of the resistance by the House of Lords which led 
to the epoch-making constitutional changes of the following 
year — was the introduction of the new land taxes. 

II. The British land taxes 

Since the gradual breakdown of the old English land tax and 
its conversion in 1798 into a redeemable rent charge, land in 
England has not been subject to any special taxation. The 
local rates were indeed levied on real estate, and the profits of 
land were subject to the income tax; but, both in the local 
rates and in the income tax, land was taxed only when it 
yielded an actual revenue, and whenever land was not rented or 
did not yield an actual money income it was not taxed at all. 
In a country like England, where there are so many large 
estates utilized for purposes of pleasure or other non-lucrative 
ends, or held for speculation, this had become a source of great 
embarrassment. Moreover, even as to the land that is rented, 
the English system differs from that of the United States in two 
important respects. 

In the first place, in the United States land in the outskirts 
of the towns is subject to special assessments for local improve- 
ments. When the value of the land is enhanced by the open- 
ing or grading of streets, a portion of the enhancement of 
value is taken by the government, which in a sense creates it. 
In England, with rare exceptions in recent years, this practice 
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is unknown. The British landowner enjoys the increment of 
value, and the burden of the expenditure is borne by the gen- 
eral ratepayer. 

In the second place, land in the United States is taxable at 
its selling value ; and, if the land rises in value as population 
increases, the landowner must still bear his proportion of the 
local burdens, even though the land remains vacant or is used 
for agricultural purposes. While some American towns are 
indeed in the habit of assessing vacant lots with considerable 
tenderness, others pursue a different practice, and in every case 
it is an easy matter for an aroused public sentiment to make 
the practice conform to the law, and thus to increase the 
burdens of the land pari passu with the rise of land values. In 
Great Britain, on the other hand, lands are taxable according 
to rental value. If they are vacant they are, as we have seen, 
frequently not taxed at all. If they are rented for agricultural 
purposes, however, their rental value is manifestly far lower 
than would be the case if the land were used for buildings. 
Consequently, even if they are subject to the local rates, they 
pay a pitifully small amount compared to their real ability to 
pay ; and the growing prosperity of the town results only in 
benefits to the landowner without subjecting him to any corres- 
ponding burdens. 

Thus from every point of view the owners of unimproved 
land in Great Britain constituted a favored class. They were not 
subject to special assessments, they were not taxed when the 
land was unrented, and they were undertaxed if the land was 
rented. In all these respects they were in a position very dif- 
ferent from that of the American landowners. The situation 
in Great Britain was anomalous. The new land taxes were 
designed to put an end to this situation. 

As far back as 1901 a royal commission on local taxation 
had suggested a local tax on site values; and in 1904 and again 
in 1905 a bill to this effect had reached a third reading in the 
House of Commons. In Scotland the movement had been 
even more decided. As soon as the Liberal party came into 
power in 1906 a general land-value tax bill applicable to Scot- 
land was passed in second reading, by a large majority. It was 
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then referred to a committee, and on their recommendation it 
was withdrawn in favor of a local valuation bill. This Scotch 
land-valuation bill passed the House by a large majority in 1907, 
but was rejected by the Lords. The same thing happened in 
1908. In 1909 both schemes, the English and the Scotch, 
were finally taken up by the government and considerably ex- 
tended, not only applying the principle to Great Britain as a 
whole, but also including several additional kinds of land taxes. 
With the political struggle which resulted in the complete 
triumph of the Commons we have not to deal here. The im- 
portant point was the final acceptance by the country of the 
principle of the land taxes. 

The new land taxes were four in number: the undeveloped- 
land duty, the increment-value duty, the reversion duty and the 
mineral-rights duty. 1 

The undeveloped-land duty is a tax of one halfpenny on the 
pound on the site value of undeveloped land. Land is declared 
to be undeveloped if it has not been developed by the erection 
of dwelling houses or glasshouses or greenhouses or buildings 
for the purpose of any business, trade or industry other than 
agriculture, or is not otherwise used bona fide for any such 
business. Although the rate of this tax is very low, it was 
feared that the scheme might prove to be an entering wedge for 
future increased taxation ; and this apprehension explains the 
strong opposition which the proposal excited. As the bill went 
through the House it was considerably altered. As it reached 
the Lords and was enacted into law, it provided that the tax 
should not be applied to any land where the site value did not 
exceed ^50 per acre. This at once exempted most of the 
agricultural land. It was also provided that, in the case of 
agricultural land where the site value exceeds ^50 per acre, the 
tax should be chargeable only on the amount by which the site 
value exceeds the value of the land for agricultural purposes. 

'The best account of these can be found in J. Wylie, The Duties on Land Values 
and Mineral Rights under Part I of the Finance (1909-10) Act, with Introduction, 
Notes and Appendices etc. (London, 1910). Cf. also a brief but excellent account in 
the Fifty-fourth Report of the Commissioners of Inland Revenue (191 1 ) , pp. 149 

et seq. 
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No duty, moreover, is assessed on small holdings, that is, on 
agricultural land occupied and cultivated by the owner, pro- 
vided that the total value of all land owned by him does not 
exceed ^500. Ownership under this clause includes leases of 
fifty years or more. Other exemptions are made in the case 
of parks, gardens, open spaces to which the public have access 
as of right or to which the public enjoy reasonable access, land 
used for games or recreations when such use is not of a purely 
temporary character, and in general any land where the com- 
missioners think that it is desirable for social purposes to keep 
the land free from buildings. Furthermore, no duty is charged 
on the site value of one acre of land, whatever its use, occupied 
with a dwelling house, nor on the site value of five acres of 
garden or pleasure grounds occupied with a dwelling house, 
provided that the site value in question does not exceed twenty 
times the annual value of the land and house as assessed to the 
income tax. Again, it is to be noticed that when money has 
been expended within ten 1 years on roads, sewers etc., with a 
view to the development of land included in a scheme of land 
development, the land is to be deemed developed to the extent 
of one acre for every ^100 of such expenditure, and to that 
extent therefore exempted from duty. Finally, when the 
increased-value duty mentioned in the next paragraph has been 
paid on any undeveloped land, the site value is to be reduced 
by a sum equal to five times the amount of such duty. 

In the second place, we come to what is perhaps the most 
interesting part of the entire scheme, the increment-value duty. 
This tax is payable when land changes hands under certain 
conditions; that is, it is levied on the following occasions: 
(1) the sale of any land or interest therein; (2) its lease for a 
period of more than fourteen years; (3) its passing to a new 
owner by reason of death 2 ; (4) in the case of land which is held 

•This period was increased to twenty years by the Revenue Act of 1911. 

' An interest expectant on the termination of a life or lives is not an interest in land 
within the meaning of the law. When a life tenant dies, the full tax is payable; but 
when the land is subject to a settlement, the duty may be charged on the land by the 
persons liable to pay. Moreover, increment-value duty on death is not payable more 
than once during the continuance of the settlement. 
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by any body corporate or incorporate, and which therefore does 
not change hands, the tax is levied every fifteen years, with the 
privilege on the part of the owner of paying in fifteen yearly 
instalments. On each of these four occasions the site value of 
the land is determined, and the excess, if any, of the site value 
thus ascertained (commonly called the occasion site value) over 
the original site value constitutes the increment value. An in- 
crement value of ten per cent is not taxable ; but on the excess 
of all increments of value over ten per cent a tax is imposed at the 
rate of twenty per cent. In other words, the tax amounts to a 
fifth of any periodical increase in value over ten per cent. 
" The original site value " is the site value as of April 30, 1909 ; 
and on each successive " occasion," when the site value is com- 
pared with its original value, credit is to be allowed for the duty 
paid on previous occasions. The balance, called the " duty 
unsatisfied," is therefore really a tax on the entire increment 
since the last settlement. In case of a fee simple of land, the 
calculation is easy ; but where the interest is less than the fee 
simple, the duty collectible is proportionately reduced, the bal- 
ance ultimately going to the exchequer as occasions which 
affect the other interests in the land may arise. 

In order to provide for any possible hardship arising from a 
depreciation in the value of the land, it is provided that when 
land has been sold or leased within twenty years preceding 
April 30, 1909, there may be substituted for the original site 
value one based on the consideration for the sale or the sum 
secured by mortgage. The Revenue Act of 191 1 still further 
extends this concession and permits a substitute site value 
based on the purchase price paid by the owner of the land or 
of any interest therein at any period during his lifetime, pro- 
vided he is still the owner at the date of application. 

The exemptions from increment-value duty include : (1) agri- 
cultural land, while that land has no higher value than its market 
value at the time for agricultural purposes only ; (2) small houses 
and properties which have been in the occupation of the owner 
for twelve months, provided that he does not own more than 
fifty acres in all and that the land does not exceed seventy-five 
pounds an acre; (3) land held by a body corporate or incorpo- 



No. 3] RECENT TAX REFORMS ABROAD 465 

rate and used for games or recreation ; (4) the lease of tenements 
or flats in an apartment house. The tax is paid by stamps, as a 
stamp duty; and in case of sales or leases a stamped instrument 
must be presented showing that the tax has been paid or that it 
is not payable. In the case of transfers arising from death, the 
increment-value duty is to be collected in accordance with the 
provisions governing the payment of the estate duty. 

The third of the land taxes is the so-called reversion duty, 
■which is payable at the termination of any lease of land. It is 
a tax of ten per cent on the value of the benefit accruing to the 
lessor by reason of the termination of the lease. The value of 
the benefit is ascertained by taking the total value of the land 
at the time the lease terminates, less such amount as is attribut- 
able to work done or capital invested by the lessor, and deduct- 
ing from the balance the value of the land at the time the lease 
was originally made, as ascertained on the basis of the consider- 
ation for the lease. The reversion duty is not charged on agri- 
cultural land nor on leases under twenty-one years nor when 
the reversion has been purchased before 1909 and the lease 
terminates within forty years of the purchase date otherwise 
than by agreement between lessor and lessee. The duty is 
payable by the lessor, who is required, on the termination of 
the lease, to give particulars of the land and his estimate of the 
benefit accruing. Provision is also made that reversion duty 
and increment- value duty shall not both be paid on the same 
increase of value. 

In the fourth place, the new law provides for a so-called 
mineral-rights duty, which is a tax of five per cent on the ren- 
tal value of all rights to work minerals and of all mineral way 
leaves. 1 From the taxable minerals, however, clay, brick, earth, 
sand, chalk, limestone and gravel are excepted. The tax is 
assessed on the proprietor or immediate lessor, and if the latter 
is himself a lessee he is entitled to recover by deducting the 
tax from the rent paid. 

1 A mineral way leave is defined as " any way of leave, air leave, water leave, or 
right to use a shaft granted to or enjoyed by a working lessee, whether above or 
underground, for the purpose of access to or the conveyance of the minerals or the 
ventilation or drainage of his mine or otherwise in connection with the working of 
the minerals." 
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In the case of mineral lands neither undeveloped-land duty 
nor reversion duty is payable. So far as increment-value duty 
is concerned, minerals are not subject to the tax so long as they 
remain unworked. If, however, they begin to be worked after 
1909, increment- value duty becomes payable in any year in 
which the output of the mine, as reflected by the royalties paid 
in the year, exceeds eight per cent of the capital value of the 
minerals. In computing this increment value, an allowance is 
made for any portion of the rental value which represents a re- 
turn for sums expended within fifteen years by the lessor in 
boring or otherwise proving the minerals. When increment- 
value duty is paid on minerals, the amount of the tax is de- 
ducted from the mineral-rights duty chargeable in that year. 

A general provision applying to all the land taxes is that, 
when any betterment charges (or what in America are called 
special assessments) have been levied, allowance is to be made 
therefor by deducting such charge from the increment value 
of the land, in the case of increment-value duty ; from the site 
value of the land, in the case of undeveloped-land duty; and 
from the value of the benefit accruing to the lessor, in the case 
of reversion duty. 

With reference to all these four land taxes, it will be recog- 
nized that their successful operation depends upon an exact valu- 
ation of the land. The requisite survey and valuation is provided 
for on a most comprehensive scale, its purpose being to deter- 
mine the value of all land in the United Kingdom as it existed 
on April 30, 1909. The definitions of the terms used in the 
law, such as gross value, total value, and site value, are rather 
elaborate. 1 The magnitude of the task involved in making 

1 A summary made by the office of internal revenue is as follows : 

Gross value is the market value of the land in its existing condition, all burdens 
and restrictions (other than rates of taxes) being neglected. 

Full site value is gross value less the difference between the gross value and the 
value of the cleared site. 

Total value is gross value less the depreciation due to any burdens or restrictions 
which have the effect of permanently diminishing the value of the land. 

Assessable site value is total value less (a) the difference between gross value and 
full site value; (0) any enhanced value due to expenditure on development, appro- 
priation for public purposes or redemption of permanent burdens etc. on the part of 
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the valuation appears from the fact that the number of 
hereditaments in the United Kingdom amounts to about eleven 
millions. When the valuation books and maps are completed, 
they will form a record second only to the famous Domesday 
book of the eleventh century. The government has already 
set to work, and we are told that in the course of this survey 
there has been found an estate which has remained in the hands 
of the same family from the time of William the Conqueror to 
the present day. 1 A good beginning has been made in the 
process of valuation, although it will take some years before it 
is completed. The government estimates the cost at about two 
million pounds, and the time required for completing the valua- 
tion at about five years. In the meantime, naturally, the fiscal 
result of the new land taxes will be inconsiderable ; in fact, the 
slight importance attached to the fiscal side of the new taxes 
was among the cleverest moves of the government in its contest 
with the landed interest, for it prevented the landowners from 
raising the cry of hardship. At the same time, the new taxes 
are expected ultimately to yield a substantial revenue ; some 
competent authorities estimate it as likely to amount, at the 
present rate, to between five and six millions sterling annually. 
It was originally proposed to devote one-half of the proceeds 
to the relief of local taxation. This plan, however, was 
abandoned before the law was enacted, and the consideration 

persons interested in the land; (e) the expense of clearing the site, where this is 
necessary for the purpose of realizing the full site value. 

Speaking generally, therefore, gross value and full site value represent respectively 
the value of the site covered and the site cleared without reference to burdens or 
restrictions. Total value corresponds approximately to market value. Assessable site 
value represents the price which the cleared site would fetch if the permanent burdens 
remained and none of the outlay incurred by the owner in developing or otherwise 
improving the site had been expended. Cf. Fifty-fourth Report of the Commis- 
sioners of His Majesty's Inland Revenue (1911), p. 150. 

In the case of minerals the valuation is expected to show the total value, i. e. the 
market value of the minerals in their existing condition, and the capital value, i. e. 
the total value less the value attributable to any work executed or expense incurred in 
bringing them into working. The capital value of minerals is therefore analogous to 
the site value of land. 

1 The details of both valuations, separated by almost nine centuries, are printed in 
the appendix to the report cited in the preceding note. 
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of the point was deferred until the time when the entire rela- 
tions, at present so unsatisfactory, between local and general 
finance may be properly adjusted. 1 

From this brief survey of the provisions of the budget it will 
be recognized that England is putting herself at the head of 
those nations which are seeking to realize the importance of the 
newer considerations in the theory of taxable capacity. In 
some respects the reform is not so drastic as it might at first 
appear ; for in that part of the budget which aroused the great- 
est opposition, namely, the undeveloped-land duty, England, as 
is pointed out above, had been lagging behind some other 
countries. The introduction of a tax on the capital value of 
land, irrespective of its rental value, merely puts England in a 
position which has long since been achieved, for example, by 
the United States. In the matter of the unearned-increment 
duty, also, England had been preceded by several of the Ger- 
man towns. But taking it as a whole, the English system is in 
advance of that found in any other leading country. For it 
applies to the income tax both the principle of differentiation 
and that of graduation, of which only the one or the other is 
found in other countries ; and it introduces into the inheritance 
tax a scale of progression more drastic than it has thus far 
been found possible to secure even in Germany. 

It will be seen, therefore, that England is attempting to real- 
ize the more modern social ideals in taxation. In the first 
place, so far as the great mass of indirect taxes are concerned, 
England not only retains but increases those particular indirect 
taxes whose social effects may be considered on the whole 
relatively innocuous. It does not attempt to revert to the dis- 
carded system of the past, but confines itself virtually to the 
three great categories of spirits, tobacco and stamp taxation. 
It thus spreads over the community as a whole the burdens of 
a system of taxes which tends to decrease the weight of the 
direct taxes. Secondly, in the case of the direct taxes, England 
is approaching the realization of the social ideals contained in 

'As to the present situation, see J. Watson Grice, National and Local Finance 
(London, 1910), and Sydney Webb, Grants in Aid (London, 1910). 
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the modern theory of faculty or ability to pay. For the 
modern conception of ability to pay includes far more than the 
sacrifice theory as formulated by John Stuart Mill. The sacri- 
fice theory looks primarily at the disposition of a man's wealth ; 
the newer idea is that of privilege, which looks at the acquisi- 
tion of the wealth. The older doctrine was a consumption 
doctrine; the newer doctrine is a production doctrine. The 
modern theory of ability to pay is a compound of both ele- 
ments. The sacrifice theory is seen in the various applications 
of the idea of progression or graduation of taxation. The 
privilege theory is seen primarily in the system of differentia- 
tion as applied to the income tax and in the increment-value 
duty. 

The English budget, therefore, is not to be regarded as a 
triumph for the single-taxers. It accepts indeed a small part 
of the single-tax reasoning, but it refuses to be bound by its 
narrow limitations. It adopts the idea of privilege, which 
the single-taxers have done such good work in spreading, but 
it declines to confine itself to the particular form of privilege, 
the abolition of which is so dear to them. The English 
budget not only generalizes the conception of privilege, but 
combines with it that of sacrifice ; and the result is a scheme 
of taxation which is, on the whole, in advance of that existing 
anywhere else in the civilized world, and which, in some of 
its elements at least, may well serve as a model for the United 
States. 

The forces which are responsible for Lloyd George's budget 
are gradually leavening the life of all modern civilized societies ; 
and the translation into the fiscal sphere of these social forces 
can not much longer be delayed, whether in America or on the 
European continent. The new English laws are, at bottom, the 
fiscal expression of a great social development. 

E. R. A. Seligman. 
(To be continued.) 



